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February/March 1991

Ideas From Leading Experts in Financial Planning
TrendWatch
A 30-month, long-term insurance
policy combined with a Medicaid
trust can help protect your clients
from devastating nursing home
costs. To bring individuals within the
Medicaid assets qualification thresh
old, they can transfer their assets to
individuals or a Medicaid trust. Of the
two, Medicaid trust may be a better
alternative for some people. Using a
Medicaid trust will not immediately
qualify a client for Medicaid; the
client must wait 30 months. It is then,
while waiting to qualify for Medicaid,
that the client will need the 30-month
nursing home policy. The trust must
meet the following requirements: (1)
it must be irrevocable and unchange
able; (2) the person establishing the
trust and his or her spouse can have
no access to the principal; (3) neither
the person establishing the trust nor
the spouse can be trustee. A third
party, such as a child or financial
institution, can be a trustee. The client
may retain the right to the income
produced by the assets placed in the
trust, but income only will be used to
pay for the nursing home costs. The
principal can be distributed to the
named beneficiaries when the client
dies. Source: Best's Review, November
1990, pp. 68, 70 & 116.
If your clients have been losing
sleep worrying over where to
invest their money until the reces
sion is over, a Treasury Direct
account may help them get more
ZZZ’s. A Treasury Direct account
allows investors to purchase Treasury
Direct investments—bills, notes, and
bonds—directly from the branch
Continued on Page 2

The PFP Conference:
Financial Planners Face
the Challenges of a
Changing Society
Over 250 PFP Division members
attended the 1991 PFP Technical Confer
ence in Indian Wells, CA, on January 9-11
to hear how changes in our society will
affect their clients’ financial planning
needs and to acquire the advanced skills
needed to meet those needs. CPAs were
not the only interested professionals. The
conference attracted attention from televi
sion, newspaper and magazine reporters.
Participants’ responses to the con
ference were extremely enthusiastic.
They found the topics timely and chal
lenging and the speakers dynamic and
engrossing. Topics covered included
cash management, divorce planning
strategies, investment planning, coping
with financial stress, financial planning
Continued on Page 6

Anti-Estate-Freeze Provisions Replaced with Revised
Gift Valuation Rules
By William J. Goldberg and
Rick J. Taylor
William J. Goldberg, CPA/APFS, Partner
and National Director of PFP, KPMG
Peat Marwick, Houston, TX, and Rick J.
Taylor, CPA, Senior Manager, KPMG
Peat Marwick’s Washington National
Tax Practice, Washington, DC, explore
the implications of the new Omnibus
Budget Reconciliation Act. This is the
first of a two-part article.
The Omnibus Budget Reconciliation
Act of 1990 (the Act) retroactively
repealed 1986 Internal Revenue Code
(IRC) section 2036(c), which had created

AICPA

the “anti-estate-freeze” provisions, and
replaced it with a set of modified gift
tax valuation rules. The estate freeze rules
originally were adopted in 1987 to pre
vent taxpayers from making gifts that
removed future appreciation from their
gross estates without giving up control
over the assets. However, the rules were
severely criticized because they were
overly broad and impeded the transfer
not only of family businesses, but of
other forms of family wealth. Unlike the
former estate freeze rules, which taxed
future appreciation in value by including
previously transferred property in the

Continued on Page 2
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TrendWatch

Anti-Estate-Freeze Provisions Replaced with Revised
Gift Valuation Rules

Continued from Page 1

Continuedfrom Page 1

office of the Federal Reserve Bank, at
significant savings than buying them
from a bank or investing in a
Treasury securities mutual fund.
These investments offer safe returns
and low transaction costs. In some
cases, their returns have been 8% or
higher, rivaling the better performing
money market funds. There are dis
advantages, such as not being able to
write checks on the account, but they
are minor considering the advan
tages. A Treasury Direct account can
be open by visiting a local Federal
Reserve Bank or by mailing an appli
cation. Financial World, February 9,
1991, pp. 86-87.

transferor’s gross estate, the new provi
sions attempt to value more accurately
certain interests at the time of the transfer.

Municipal bonds may be better
college savings investment than
Series EE savings bonds. In 1990,
the interest on Series EE savings
bonds used for paying specified edu
cational expenses is tax free.
Taxpayers can only reap the maxi
mum benefit from this new provision
if they (1) are in the 28% tax bracket
during the time the bonds are held;
(2) have modified adjusted gross
income of less than $40,000 ($60,000
joint return) in the year the bonds are
redeemed; and (3) use the bond pro
ceeds for qualifying educational
expenses. Because there are no guar
antees that these conditions will be
met when the bonds are redeemed,
tax-exempt municipal bonds could
prove to be a better investment.
Depending on the actual interest
rates, tax-exempt municipal bonds
could generate higher after-tax yields
for high-income bracket taxpayers
without the necessity of meeting any
pre-conditions. The Review of
Taxation ofIndividuals, Winter, 1991,
pp. 70-75. ♦

Overview
To eliminate the potential for tax
favored transfers of wealth through the
nonexercise of discretionary rights, the
new rules generally value at zero certain
discretionary rights on the assumption
that they will not be exercised in an
arm’s- length manner. However, to the
extent that discretionary aspects of the
rights can be eliminated (e.g., by requir
ing periodic distributions at fixed rates, or
by requiring the exercise of liquidation
rights on a specific date for a specific
amount), value can be assigned to rights
that otherwise must be valued at zero. In
addition, compounding is required on
unpaid distributions to assure that a full
transfer tax is imposed on the failure to
exercise cumulative distribution rights in
a timely fashion.
The new rules: (1) alter the valuation
of certain interests in corporations or part
nerships that are transferred to junior
family members while senior family mem
bers retain preferred interests; (2) modify
the valuation of transfers involving term
interests in trusts and split-interest pur
chases; (3) disregard valuations established
in buy-sell agreements unless certain
requirements are met; and (4) ignore the
impact of lapsing rights and restrictions on
the valuation of certain corporate or part
nership interests. The new rules do not
apply when either the transferred or the
retained interest is publicly traded on an
established securities market.
The general valuation principles that
existed before enactment of IRC section
2036(c) and the new Chapter 14 valuation
provisions continue to apply to the valu
ation of residual interests (e.g., common

stock, junior partnership interests). As a
result, the transfer of a residual interest
generally is valued by subtracting any
retained interest from the total value of
the property before the transfer. Minority
discounts or other discounts available
under the law in effect before the enact
ment of the new provisions are not
affected.

Corporations and Partnerships
Unless a retained liquidation, put, call,
or conversion right of a corporation or
partnership interest must be exercised
at a specific time and for a specified
amount, it is valued at zero. A retained
distribution right, other than a periodic
payment determined at a fixed rate,
sometimes is valued at zero. This occurs
when the transferor and family members
own at least 50% (by vote or value) of the
stock of the corporation, or own at least
50% of the capital or profits interest in a
partnership or are general partners. An
irrevocable election can be made to treat
a retained corporate or partnership distri
bution right as if it were payable in
amounts and at the times specified in the
election.
EXAMPLE: Mother retains noncumu
lative preferred stock and transfers
common stock to her daughter in a trans
action to which the new valuation
provisions apply. At the mother’s option,
the retained preferred stock can be
redeemed at any time for $1,000 per
share. To determine the amount of the gift
from mother to daughter, the liquidation
right is valued at zero because it is not
required to be exercised at a specific time.
If however, the preferred stock must be
redeemed at the end offive years, the value
of the stock will be equal to the present
value of the right to receive $1,000per
share at the end offive years.
Watch for part two of this article in the
next edition of The Planner. ♦
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State Society PFP Committee Chairpersons Discuss
Leadership in PFP
Twenty-five of the State Society PFP
Committee Chairpersons gathered to dis
cuss their state committee leadership in
PFP—this year’s theme—at their sixth
annual roundtable meeting. The meeting
was held on January 8-9 at Indian Wells,
CA and was co-chaired by E. Christopher
Palmer, former PFP Executive Committee
member, and Keith Giron, California State
Society PFP Committee Chairperson. The
meeting focused on federal and state
legislation and regulation, the APFS desig
nation program, public awareness, and
continuing professional education.

Federal Legislation
Legislation regulating CPA financial
planners always has been a hot issue at
roundtable meetings. This year was no
exception. On the federal level, William J.
Goldberg, Chairman of the PFP Legislation
and Regulation Subcommittee, reported
on the AICPA testimony on HR 4111, the
Investment Advisers Disclosure and
Enforcement Act of 1990. In his testimony
opposing HR 4111, Goldberg pointed out
that the bill attempts to regulate what
advisers call themselves rather than how
they conduct their services. Also, the bill
equated financial planning with investment
advising when the terms and services are
in fact dissimilar. However, he agreed that
if CPAs engage in investment advisory serv
ices, they should register as investment
advisers under the Investment Advisers
Act of 1940. Although the bill died when
Congress adjourned in December 1990,
Goldberg thought that Congressman
Boucher would likely reintroduce the bill,
but it would not be a priority on Congress’
agenda in light of the other pressing
issues, such as the economy and the
Persian Gulf war.

State Legislation and Regulation
State legislative bills regulating finan
cial planning seem to stir up heated
debates between CPAs and state securities
commissioners and special interest groups.
These bills have attempted to broaden the
definition of investment adviser to include
financial planners. In the past three years,
Joseph P. Petito, member of the PFP
Legislation and Regulation Subcommittee,
has observed two trends in financial plan

ning legislation: (1) restricting the use of
the term financial planning and (2) limiting
the accountants’ exclusion through the use
of regulatory interpretations of state invest
ment advisers acts. When the accountants’
exclusion is subject to regulatory interpreta
tions of the state investment adviser act by
the securities commissioner, Petito reported
that state societies are using the same
approach used by Georgia to amend its
onerous investment adviser law. Georgia

“State legislative bills
regulating financial
planning seem to stir up
heated debates between
CPAs and state securities
commissioners and
special interest groups.”
amended its law so that investment advice
provided by an accountant would be
determined to be solely incidental to the
practice of accounting and outside the
scope of the investment adviser law when
the accountant does not (1) recommend
the purchase or sale of specific securities;
(2) have custody of clients’ funds or securities
for investment purposes; (3) receive any
commission or other compensation as the
result of the purchase or sale of a specific
security; or (4) does not use the term invest
ment adviser. This approach allows the
accountant to use the term financial planner
and still rely on the accountants’ exclusion.
This approach is being advocated by state
societies in Alabama and Washington. It also
was incorporated in Maryland’s securities
law, but it is being contested by that state’s
securities commissioner.
Because the best offense is a good
defense, Petito cautioned chairpersons to
be aware of what is happening in their
legislatures and securities commissions,
especially meetings between regulators,
legislators and financial planners. If chair
persons hear about such a meeting, they
should contact their state societies execu
tive director to arrange a meeting to
explain to their legislators and regulators
the CPA’s role as a financial planner. He
also encouraged chairpersons to create a
working relationship with their state CPA

AICPA

societies’ state legislation or government
affairs committee, make them aware of
the issues involved, and request them or
the state society lobbyists to monitor leg
islation and regulation in case the financial
planning issues emerge.

APFS Challenges
James A. Shambo, Chairman of the
Accredited Personal Financial Specialist
(APFS) Subcommittee, reported that the
APFS Designation Program was slowly
gaining acceptance in the accounting pro
fession. Ninety-three people passed the
APFS examination given last September,
raising the total number of Accredited
Personal Financial Specialists to over 400.
He said that the APFS Designation
Program poses two challenges: gaining
acceptance among fellow CPAs and gain
ing consumer and media recognition. He
reported that steps were being taken to
meet those challenges. The PFP Division
now administers the APFS Designation
Program and works with the AICPA Public
Relations Department to develop
programs that will promote the APFS des
ignation to CPAs, consumers and the
media. Shambo encouraged the chairper
sons to promote the APFS designation
among their members.
Public Awareness
Ellen Goldstein, Manager, AICPA
Public Relations Department, reported on
the PFP Division’s 1991 Communications
Plan. The plan’s objectives are to increase
(1) division membership, (2) the number
of Accredited Personal Financial
Specialists (APFS), and (3) consumer and
media awareness of CPA financial plan
ners and the APFS Program. The plan calls
for brochures, speeches, broader print
media placement, targeted direct mail
campaigns and improved media relations.
In addition, Goldstein announced the for
mation of the Spokespersons Program in
which 15 people have been identified to
speak to the media on specific topics.
In implementing these strategies,
Goldstein stressed the importance of state
society involvement. State society PFP
chairpersons can play an active role in
promoting CPAs as financial planners and
encouraging their members to obtain the
APFS designation, particularly with the
Continued on Page 5
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Understanding Alpha, Beta and R2 in
Mutual Fund Performance Measurement
By Stephen A. Batman
Stephen A. Batman, CPA/APFS, CFP,
CIMA, President, H.D. Vest Financial
Services, Irving, TX, explains how to
measure mutualfund performance.

Although Alpha, Beta and R2 sound
like names of robots in George Lucas’
Star Wars trilogy, they are reliable diag
nostic measurements you can use to
evaluate the performance of mutual
funds. This article addresses three mea
surements, “alpha,” “beta” and “R2,” that
could help your clients make their mutual
fund selections consistent with their risk
tolerances.

Beta
“Beta” is the measure of the relative
volatility of a mutual fund to its market,
usually represented by an index, such as
the Standard & Poor’s 500 stock index.
Figure I illustrates “beta.” It shows the
monthly performance of an actual stock

mutual fund over the last five years and
compares its monthly performance to
Standard & Poor’s 500 index. The line
drawn through the approximate center of
the data points shows the relationship
between the return of the fund to the
return of the market index. This line is
called the “best fit.” Many computer
programs can exactly fit the line using sta
tistical regression techniques. In most
cases, however, a good eyeball approxi
mation is close enough. The slope of this
line is the “beta” of the fund.
Beta indicates how much the fund will
rise or fall in relation to changes in the
market index. Implicitly, the market has a
beta of 1. Why? Because the market index
chosen is the measure of the market’s
movement. In Figure I, the fund has a
beta of 0.91. This means that the fund has
gone up (or down) by a factor of 0.91 for
every 1% change in the market index.
Consequently, a beta of less than one
results in lower “highs” and higher “lows”
than the market.

Betas can tell you which mutual funds
perform like roller coasters and which act
like merry-go-rounds. Using betas could
help you match your clients’ risk toler
ances to the appropriate mutual funds.

Alpha
Alpha is a measure of the value added
by fund manager’s luck or skill. Refer
to the beta in Figure I and locate the
expected return of the fund when the mar
ket return is 0%. Note that the intercept
point is a little less than 0% (the intercept
point is exactly -.12%.) This point is the
alpha. It tells us the expected return of the
fund when the market provides a 0%
return. Some funds have alphas as high as
4%, others as low as -4%. Obviously, a
positive alpha is better than a negative.
Projecting Possible Mutual Fund
Returns
The following equation using alpha
and beta provides for estimating a mutual
fund’s return:
Expected Fund Return = alpha +
(beta x expected market return).
In our example, if you expect the
market to increase 12% next year, your
expected return for the fund of 10.8% is
computed as follows:
10.8% (expected return of mutual
fund) = -.12% (alpha) + [0.91 (beta) x 12%
(expected market return)]

Selecting Mutual Funds
Selecting mutual funds among the
hundreds of alternatives is often a difficult
task. Most investors err by simply selecting
funds with the highest returns without
regard for the amount of risk inherent in
the fund’s investment objectives. Even
when funds are classified as balanced,
blue chip, growth or aggressive growth,
actual measurements of risk often reveal
that the funds are considerably more or
less risky than indicated by their general
ized peer group classification. The use of
alpha and beta measurements results in
sounder decisions.
The process of using alpha and beta
for selecting equity mutual funds is not
difficult. First, your client—with your assis
tance—should choose what beta is
appropriate. The question to ask for an
equity mutual fund is, “Is your client will
ing to take more or less risk than the
market as a whole provides?”
Next, grouping all the funds with sim
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ilar betas and choosing from that group
the funds with the highest alphas will
assist you in helping your client choose
the funds with the superior skill (or luck)
histories that are in accordance with your
client’s risk tolerance. For example, from
the data provided by quality mutual
fund evaluation services, such as CDA
Technologies or Morningstar, you can
identify and group the aggressive funds
that have a beta of about 1.4, and then
choose from that group the fund with the
highest alpha.

R2
R2 estimates the quality of the alpha and
the beta by correlating the relationship of a
fund’s performance to the market. Referring
back to Figure I, if the data points fell
exactly on the line, we could say that the
graph shows a high correlation in the rela
tionship of the fund to the market. But, if
the data points were widely distributed
about the line, like in Figure II, we would
not have the same correlation to support
the relationship between the fund and the
market. R2 values range from 0 to 1. A high
concentration of the data points about the
line gives a high R2 value (close to 1) and
more confidence in the relationship of a
fund to the market. Conversely, the lack of
concentration of data points close to the
line yields a low R2 (close to 0) and, there
fore, reduced confidence in the relationship
of the fund to the market.

Calculating The Measurements
When using alpha, beta and R2, the
number of data points is critical. The more
observations, the more confidence you

can have in the computed alpha, beta and
R2. Clearly, 100 data points are better than
10 data points. Generally, five years of
monthly or quarterly data is sufficient to
give fairly reliable results.

A Word of Caution
Alpha, beta and R2 often are com
puted improperly or are not used correctly
in investment decision making. The most
common error is comparing funds to an

index that has no relevance to them. For
example, it is of little value to compare the
beta of a bond mutual fund to a stock
market index.
Also, alpha does not give insight as to
whether the value added was due to the
skill of the fund manager or luck.
When used with care, however, these
measurements can assist you to help your
clients make better choices about their
mutual fund investments. ♦

State Society PFP Committee Chairpersons
Discuss Leadership In PFP
Continuedfrom Page 3
new promotional materials. She encour
aged chairpersons to continue sending
materials developed by their PFP commit
tees to the State Society PFP Clearing
House, an effective way of networking
with other state societies.

Increased CPE Needs
Pat Williams, AICPA CPE Division
Director of Self-Study, reported on several
key results from the personal financial
planning segment of the Needs Assess

ment Survey of members in public prac
tice. Among sole practitioners, 41.6% of
the respondents offer PFP services and an
additional 11.4% plan to offer PFP services
in the next two years. Based on these
statistics, PFP services have the best
growth prospects of all the services
offered in the next two years by sole prac
titioners. In fact, PFP services will become
the third most popular services offered by
sole practitioners. The same trend appears
among local CPA firms: 51.4% of the
responding firms currently offer PFP ser

AICPA

vices and another 8% plan to do so in the
next two years.
As more sole practitioners and local
CPA firms offer PFP services, the need
for CPE courses covering PFP topics will
increase. To address the increased need,
the CPE Division has been working
with the PFP Professional Education
Subcommittee. Williams also encouraged
chairpersons to contact their state society
CPE directors and CPE committees to let
them know what kind of PFP courses their
members are interested in. ♦
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The PFP Conference: Financial Planners Face the
Challenges of a Changing Society
Continuedfrom Page 1

liabilities, and insurance. Highlights of
the conference are summarized below.

Opportunities for Planners
The conference keynote speaker, D.
Larry Biehl, set the conference theme —
Challenges of a Changing Society. He
identified aging baby boomers, longer
life expectancy, increased self-govern
ance and globalization as emerging
changes that will affect how our clients
live and meet their financial needs. He
added that this was an excellent time for
CPAs to offer financial planning services
because as baby boomers become net
savers, their ability to pay for financial
planning services will rise and they will
have more accumulated wealth to worry
about. Baby boomers will become net
savers, have higher retirement goals, have
more complex estate planning issues,
return to traditional values, and will invest
internationally. These changes represent
not only challenges but also opportunities
for CPA financial planners. Because of the
expanding scope of their clients’ activi
ties, financial planners will need more
expertise to deliver their services.

Liability Lessons
In another session, Professional
Liability Exposure: How Not to Get Burned,
Eric Fisher, Esq., offered practical tips for
financial planners on how to minimize
their liability exposure in a litigious
American society. He emphasized the
importance of the engagement letter
because it puts the client on notice as to
the scope and nature of the services to be
performed. He also indicated that the lack
of specialization credentials, such as the
APFS designation, could open the PFP
practitioner to greater exposure.
Other Highlights
■ Creative Tax Strategies in Divorce
focused on the problems divorce pre
sents to the CPA financial planner.
Speaker John Connell, CPA/APFS,
highlighted the care that must be taken
when dividing business assets held by
a divorcing or separating couple. He
stated that it is often on the monetary
side that splitting couples take out their
emotional grievances, which compli
cates the whole planning process.
■ In Dr. Rusty Scalpel, Stephan R.
Leimberg, Esq., spoke about the totality

Michael Friedman shows how PFP can be a
profitable and rewarding venture in “Four
Steps to Jump Start' Your PFP Practice. ”

of the personal financial planning pro
cess. He highlighted the importance of
the information gathering interview,
during which the client must be at ease
so that all relevant information is
drawn out. He also reviewed the
necessity of a plan that is designed for
the specific client to make sure that
unique needs are met. These include
how to dispose of medical records on
the death of a physician’s clients.

■ Dr. Lawrence F. Johnston, CLU, shared
his insights into the uses and abuses of
insurance in estate and business situa
tions in Hot Insurance Topics: Tips, Traps
and Truths. He cautioned participants
that although purchasing life insurance
for reasons other than death benefits
may seem workable in some situations,
there may be better ways of protecting a
beneficiary. He identified several traps,
such as policy illustrations and surrender
values. He recommended counseling
clients to buy term and either spend or
invest the difference. He suggested that
if the client elects to invest the differ
ence, the client needs to determine
whether to invest in the same type of
vehicle as the term insurance provides.

Roundtable Discussions
James Shambo, Chairman of the APFS Subcommittee, presents Joyce Meyer, an Accredited
Personal Financial Specialist, her APFS pin at the APFS Breakfast. Watch for a special APFS
edition of The Planner this spring.
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This year’s conference offered
Practice Roundtable Discussions—that
were well received by participants. The
Continued on Page 7
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Larry Fowler Recognized for Distinguished Service
Larry Fowler, CPA/APFS, is the 1991
winner of the PFP Division’s Outstanding
Service Award. On January 10, at the PFP
Technical Conference in Indian Wells,
CA, Stuart Kessler, Chairman of the PFP
Executive Committee, and Jim Wilson,
member of the Accredited Personal
Financial Specialist (APFS) Subcommittee,
presented the award to Fowler. The award
is given to a CPA who has served the pub
lic interest by enhancing the quality of
personal financial planning services and
has served the AICPA’s PFP Division in
an exceptional manner.
Chairman Kessler reviewed Fowler’s
long involvement in the PFP Division,
beginning as the Chairman of the
Washington State Society PFP Committee
in 1985. Later, as Chairman of the PFP
Practice Subcommittee, he was responsi
ble for the creation and development of
the Personal Financial Planning Manual.
He took an idea and turned it into a 900page manual. Today, the Manualis an
invaluable reference tool to thousands of
Division members. As Chairman of the
Statement of Responsibilities Subcommittee,
Fowler also spearheaded the work on the
Guide to the PFP Process and Professional
Standards, a revised module of the

Larry Fowler receives the PFP Division’s Outstanding Service Award from PFP Executive
Committee Chairman Stuart Kessler (l.) andJames H. Wilson (r.), thefirst recipient of the award.

Personal Financial Planning Manual,
released at the end of January.
In addition to committee service,
Fowler has written widely about financial
planning and has taught courses for
the American College and several CPA
organizations.

Kessler praised Fowler not only for his
service, contributions and commitment to
the Division but also his creativity, finan
cial planning knowledge, and awareness
of practitioners’ needs.
Larry Fowler is a sole practitioner in
Bellevue, WA. ♦

Financial Planners Face the Challenges
Continuedfrom Page 6
roundtable discussions allowed partici
pants to discuss their practice problems in
the areas of marketing, risk management,
practice management, and investment
planning and to seek possible solutions to
their problems from the discussion leaders
and their peers. Although these discus
sions were not designed to solve specific
clients’ PFP problems, participants walked
away with some ideas about how to solve
their problems.

Media Attention
This year’s conference attracted more
national and local media attention than
ever before, due to the controversial issues
facing CPA financial planners. Reporters
from Fortune Magazine, The Wall Street
Journal, The New York Times, Financial
Planning Magazine, Financial Services

Week and National Underwriters were pre
sent. Also, ABC and NBC local affiliates
taped interviews with participants which
were subsequently aired. As a result of the
conference, articles already have appeared
about CPA financial planners.

Next Year’s Conference
Based on participants’ evaluations, the

PFP Technical Conference gets better
every year. The 1992 conference will be
no exception! Circle January 13-15, 1992,
on your calendar for next year’s PFP
Technical Conference. It will be at the
Walt Disney World Swan Resort in
Orlando, FL. Also, be on the lookout for
an early bird discount registration offer in
the June/July issue of The Planner. ♦

If You Couldn’t Be There, Don’t Despair
Technical Conference Materials Still Are Available
If you couldn’t attend the Technical Conference, you don’t have to feel left out. Copies
of the 600-page conference manual are available from the PFP Division for $60. Send
your check, made payable to the AICPA, to the AICPA PFP Division, 1211 Avenue of the
Americas, New York, NY 10036-8775. Tapes of the conference sessions are available
from Conference Copy, Inc. Call (718) 934-2678 for further information. Single sessions
are $11.00, plus shipping. A complete set is $350, plus shipping. ♦
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Legislative Activity
Financial Planning Legislation and Regulation: 1990 Was a Busy Year
Twenty-seven state bills regulating
financial planners were introduced in
eighteen states in 1990. Of those, only
two states passed legislation. Only one
was favorable to CPAs.

Georgia amended its financial plan
ning law to exclude CPAs if they do not
accept commissions, take custody of
client funds, or recommend the purchase
or sale of specific securities. Alabama
enacted a new investment adviser law
modeled after the NASAA model amend
ments. Although Alabama’s law has a
broad definition of investment adviser
that affects CPA financial planners, the
Alabama CPA Society reports that CPAs
may, by regulation, be exempted from
the law under certain conditions. (See the
June/July 1990 issue of The Planner.)
In 1990, Massachusetts, Utah, New

Hampshire and Oklahoma ordered stud
ies affecting the regulation of investment
advisers or financial planners. These
studies are pending. Utah is considering
a draft bill that is similar to last year’s
financial planning bill, HB 127, which
died at the end of the legislative session.
HB 127 included a broad definition of
investment adviser modeled after the
NASAA model amendments.
At the federal level, Rep. Rick
Boucher (D-VA) introduced legislation
(HR 4441) in the last Congress that
broadened the definition of “investment
adviser” under the 1940 Investment
Advisers Act. The bill would have
adversely affected CPA financial plan
ners. The AICPA testified in opposition
to the bill at a hearing in July 1990. The
bill died when Congress adjourned in
December 1990.

What’s Ahead in 1991

We expect there will be just as much
interest in financial planning legislation
in 1991 as there was in 1990. Based
on the bills introduced last year and
information from state CPA societies, leg
islative activity is likely in Arkansas,
California, Hawaii, Illinois, New York,
Ohio, and Virginia. Regulatory action
may occur in Alabama, Maryland, North
Carolina, New Mexico, Pennsylvania and
Washington.
Since January 1, bills have been
introduced in Idaho, Massachusetts,
Montana, New Jersey, West Virginia,
Connecticut, and Utah.
In the U.S. Congress, Rep. Boucher is
likely to reintroduce his bill in the House
of Representatives. At this time, we
expect the language to be very similar to
HR 4441. ♦

The Toll-free Number for the PFP Division Has Changed
Whenever you need to reach the PFP Division, call us on our new toll-free number: 1-800-966-PFP9! Please make a note of the change.
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